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Abstract	  
The aftermath of the financial crisis have left many peripheral regions in a negative growth spiral: 
Large manufacturing firms have moved their factories abroad, leaving relatively unskilled workers 
without a job, graduates leave the region in search of job opportunities. The main learning objective 
of this project has been to gain an understanding of how recent developments in the global economy 
have impacted upon regional development within a country. Patterns of spatial inequality are 
investigated on different levels, including global, national and regional levels. Focus is on Denmark 
and its competitive position in a global economy, marked by increased trade and division of labor, 
and specifically the impact on Region Zealand. 
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Introduction 
Region Zealand is a region of extremes. While it is the only region in Denmark without a major 
city, it benefits from the proximity to Copenhagen - the capital of Denmark - and the economic 
activity of the Capital Region. However, peripheral agricultural areas marked by a lack of economic 
growth characterize the southern parts of Region Zealand, while the medium-sized cities of the 
southwest have been struck hard by deindustrialization, as many Danish manufacturing firms have 
relocated factories abroad: 
“Generally, Region Zealand suffers from comparatively low growth rates, high unemployment, a 
low education level, health problems among its citizens and a low level of private investment in 
innovation.”1 
Lack of employment and educational opportunities, as well as the proximity to Copenhagen, is also 
causing negative demographic developments, as youngsters migrate and rarely return to work2. 
A range of economic, demographic, social and political processes conditions regional development, 
and supply and demand relations closely connect these processes: On the one hand company 
location and activities determine the regional demand for employment and jobs, and on the other, 
the available human resources attracts a certain type of companies and business activities. Regional 
employment opportunities influence the regional distribution of population as well as migration 
patterns. Conversely the population’s make-up has a direct bearing on the regional age structure, 
labor quality and employment rates. Finally the population affects household incomes and taxes in 
the region3. 
While these supply-demand relationships are important internal determinants, it is also important to 
note that regional development is highly influenced by external developments in national and 
international arenas – areas in which regional governance institutions have no direct influence. 
Correspondingly the reemergence of global price pressures on local markets have had immense 
influence on the economic geography within and between states. Declining transportation and 
communications costs have encouraged the dispersion of production along wage/productivity 
gradient, and trade liberalization has provided the political and legal framework to do it. In order to 
                                                
1 ESPON 2012: p. 6 
2 ESPON 2012 
3 Nordregio 2010 
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reap the benefits of globalization, some states have actively promoted the intrusion of global price 
pressures into their own and other’s market4. However this free trade agenda puts immense pressure 
on local producers: 
“[…] states’ very success in monetizing and ‘marketizing’ their territories means that more and 
more market activity becomes domestically oriented, exposing state revenue streams to changes in 
market activity.”5 
As a small economy with a limited domestic market and inadequate natural resources, Denmark has 
been an early proponent of liberalization: In order to access foreign resources the country has to pay 
for these by exporting commodities and services at an international competitive prices and quality. 
However this induces immense competitive pressures on local producers, because entering the 
market consequently means entering the world market. These competitive pressures may produce 
distinct hierarchical production zones on regional, national, international and intercontinental 
levels6. 
This project investigates the impact of global market pressures on regional economies, in order to 
understand how a region like Region Zealand can overcome its obvious economic drawbacks in the 
lack of industry, skilled labor, entrepreneurial environment and other relevant factors for economic 
growth. The following question will guide the project: 
How has Region Zealand evolved to become a peripheral region with low relatively 
unsustainable business environment? 
  
                                                
4 Schwartz 2010 
5 Schwartz 2010: p. 1 
6 Schwartz 2010 
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Methodology	  
Regions are understood as governance systems below the national but above the local level, with 
“[…] the administrative legitimacy and capability to develop policies for supporting enterprise, 
especially small and medium-sized enterprises (SMEs)”7. Peripheral regions do not constitute an 
economic ‘core’ and find themselves in a dependent relationship with a core region, as seen in the 
case of the Region Zealand8. Finally, I define a sustainable business environment as one where 
firms are able to “translate comparative advantage (that is, the bundle of resources with which they 
are relatively well endowed) into competitive advantage (that is, competing effectively on a global 
stage)9”. 
Economic geography is incorporated to investigate patterns of spatial inequality, as well as to make 
the case for a regional approach to economic development. This framework is especially useful 
because it can be applied to different analytic levels and thus highlight spatial inequality at 
intraregional, international, national, regional and local levels. Hence this part will provide the 
theoretical background for understanding developments in the Danish economy as a whole, 
including the impact of globalization, as well as the impact on regional economies. 
Project	  outline	  
The project proceeds as follows: First, Region Zealand is introduced as a case and henceforth the 
applied theories are presented, in order to provide the conceptual framework of the analysis. The 
analysis proceeds in three steps. Initially the global level provides an overhead explanation of the 
impact of globalized market pressures on the Danish economy. Then Denmark’s competitive 
position is scrutinized. This section also looks into the consequences for local producers. Finally, 
the last section provides an assessment of how the above mentioned external developments have 
impacted regional developments in Denmark in general, as well as in Region Zealand in particular. 
  
                                                
7 Cooke 2003: p. 4 
8 Scwartz 2010 
9 Kaplinsky 2005: p. 53-54 
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Casestudy:	  Region	  Zealand	  
Region Zealand (Region Sjælland) is one of five regional administrative units in Denmark, 
established in 2007. The region covers an area of 7273 km2, which is inhabited by 819,000 people 
(2011 figures). Region Zealand covers the southern islands of Lolland and Falster as well as the 
central and southwestern parts of the island Zealand. The remaining northeastern parts of Zealand 
are organized in the Capital Region. The region’s geography is extremely diverse as it encompasses 
settlements ranging from peri-metropolitan to rural areas. The northern part is marked by its 
proximity to Copenhagen, while the middle parts are characterized by a number of medium-sized 
cities, among others the regional capital Sorø. Finally the southern parts, located on the islands of 
Lolland and Falster are predominantly large plains with a low population density and a variety of 
small towns10. 
 
Figure 1: The Danish regions11 
                                                
10 ESPON 2012 
11 Danish Regions 2012: p. 5 
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The regional employment rates are over 75 percent, almost ten percent above the OECD average 
(66,7 %), and unemployment is just below the national average. However, the regional contribution 
to national GDP has declined by one percentage point from 1995 (11.5 %) to 2008 (10.5 %), while 
GDP per capita (USD 23,825) is significantly lower than the national average (USD 32,723). This 
indicates that regional productivity is lower than the national average. Hence, even though the 
regional labor market appears to be strong Region Zealand is one of the least competitive of the 
Danish regions. This paradox is explained by the region’s proximity to Copenhagen: “Zealand 
Region includes the areas within commuting distance of the Danish capital of Copenhagen, thus 
benefitting from the economic development of the capital area”12. The high employment rate of 
Region Zealand is thus partially explained by the fact that most of Zealand has become part of the 
Copenhagen labor market. The ‘peri-metropolitan’ characteristic of the northern parts of the region 
is also related to this process13. 
In terms of industry, a dominating service sector, specialized mainly in education, social and health 
services, and declining manufacturing and agricultural sectors characterize Region Zealand. 
Education, social and health services account for more than 30 percent of regional jobs and 22 
percent of the gross value added. There are several hospitals and care homes in the region as well as 
two universities with a total of about 16,000 students. There used to be a significant number of 
industrial powerhouses in the region, however since the 1980s local manufacturing became 
increasingly dependent on public subsidies and most factories had been phased out and closed by 
2011. The once-significant agricultural sector was specialized in the production of sugar beet, 
which was a heavily EU-subsidized crop under the Common Agricultural Policy (CAP). Production 
was phased out when the subsidies were greatly reduced in the early 2000s. Today regional 
agriculture employs less than two percent of the regional population, and the sector is mostly 
occupied in environmental services and an attempt to specialize in the production of biomass. Given 
its weak economic performance Region Zealand has thus qualified for support from two EU 
structural funds: The European Regional Development Fund and the European Social fund14.  
                                                
12 ESPON 2012: p. 6 
13 OECD 2012a 
14 OECD 2012a 
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The	  structural	  reform	  of	  2007	  
In 2007 the national parliament passed an administrative reform, which merged Denmark’s 275 
municipalities into 98 and 14 counties in to five administrative regions. The primary responsibility 
of the regions is healthcare management, and secondary regional development. As resources and 
decision power have been allocated downward to local government and upward to the level of 
national government, the role of the regions is limited to the preparation of inputs and 
recommendations for the decision makers. The regionally elected politicians, who govern the 
regions, are not authorized to collect taxes, as with the former counties, and thus operate within the 
limits of budgets allocated by the national government and the municipalities. The Regional Growth 
Forum, containing public and private stakeholders in each region, was established as a new 
institution responsible for regional industrial development. The growth forums are expected to 
prepare a regional business strategy and action plan, by bringing together business organizations, 
labor organizations, educational institutions, municipalities and other regional stakeholders15. 
 	  
                                                
15 ESPON 2012 
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Theoretical	  framework	  
The theories applied in this project are introduced in this chapter and elaborated further in the 
analysis chapter in interaction with the empirical case: the political economy of Denmark and 
Region Zealand in particular. 
Economic	  geography,	  globalization	  and	  spatial	  inequality	  
It is evident in many policy papers as well as among many conventional academics, that 
globalization is often considered a relatively new feature defining the world of tomorrow in terms 
of economic prosperity and poverty. For example, in the Danish government’s policy paper; 
“Danish Science, Innovation and Higher education – a global perspective” (2012), it is stated: 
“Denmark takes an active stance in facing the reality of globalisation and utilises the numerous 
opportunities for trade and collaboration that it offers”16. According to Anthony Mcgrew (in 
Ravenhill 2011) globalization “[…] is measured by reference to the growing intensity, extensity, 
and velocity of worldwide economic interactions and interconnectedness, from trade, through 
production and finance, to migration”17. Three factors in particular are often mentioned as 
instrumental in driving economic globalization: Trade liberalization, as well as recent innovations 
in transportation and communications technology, like container shipping and information and 
communication technology18. 
Herman Schwartz (2010, 2007) presents a different view on the (economic) globalization debate, 
which will provide the basis for this project. Whereas the definitions presented above represent a 
progressive view of history; that globalization is the latest stage in the global economy, Schwartz 
applies a more cyclical view. Globalization, which he defines as; “[…] pervasive global price 
pressures on all market actors”, is nothing new but rather a recurrent phenomenon. Market 
pressures have always prompted actors to look for ways to dictate or adapt to market forces, by 
relocating production domestically as well as across borders. Schwartz recognizes that 
technological progress in transportation and communications and above all trade liberalization, may 
have improved actors’ capabilities to globalize, however these improvements have only increased 
                                                
16 Danish Ministry of Science, Innovation and Higher Education (2012): p. 20 
17 Mcgrew in Ravenhill 2011: p. 278 
18 Thun in Ravenhill 2011 
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the pace of an inherent process which have been recurring since the beginning of nation states and 
market economies19: 
”Market pressures on individuals and firms motivate them to relocate production and consumption. 
States intervene to help or hinder this market-driven redistribution, but often with unintended 
results.”20 
According to Schwartz, states are capable of creating and shaping markets, but they struggle to 
contain and control them. When they lack control the national economy becomes extremely 
vulnerable to changes in market activity, because these activities are domestically oriented. The 
global economy is in constant flux and national states’ wealth is therefore dependent on how well 
they are at dictating and/or adapting to market changes.  
Schwartz consequently argues that globalization has been a defining feature of the world economy 
since the 1400s. For example, the current post-crisis economy very well resembles the world 
economy at the time of The Great Depression and World War II, when “[…] states could impose a 
remarkable, if temporary, stability on their domestic economies by controlling the allocation of 
investment capital and by dictating market outcomes” 21 . It is thus a matter of degree of 
globalization at a given time. 
Spatial	  inequality	  
In addition Schwartz claims that globalization has always rested on a basic condition of inequality, 
which emerged through economic mechanisms rather than political or non-economic mechanisms, 
like the predatory behavior of European states in the ages of exploration and colonialism: 
“What was novel about inequality consequent to the expansion of the northwestern European 
maritime economy was its spatial aspect: inequality existed and persisted not just inside societies 
but also among regions and nations.”22 
The economic mechanisms that emerged some time after 1400 replaced inequality by stratification 
with spatial inequality, which was based on an uneven distribution of production and incomes both 
within and between nations. According to Schwartz, the spatial aspect of inequality is pervasive 
today: 
                                                
19 Schwartz 2010: p. 1 
20 Schwartz 2010: p. 2 
21 Schwartz 2010: p. 3 
22 Schwartz 2010: p. 43 
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“Looking at how the market shapes the spatial distribution of production provides a key to 
understanding the emergence of unequal rates of growth, innovation, and development”23 
Schwartz argues that actors seeking to control market forces will attempt relocate production when 
it is deemed necessary. By combining two models from economic geography, he develops an 
‘intermediate position’ between Neoclassical and Dependency Theory explanations of how 
economic inequality comes about: 
1. Johann von Thünen’s agricultural location model 
2. Paul Krugman’s model for spatial agglomeration of industrial activity. 
The Thünen model basically states that the interaction between land costs and production intensity 
determines the uneven distribution of agricultural production. Agricultural activity has been 
distributed in regular concentric circles around a ‘town’ (core) and each circle produces a certain 
type of product, using a certain production system that is determined by production and 
transportation costs. Because land prices are more costly closer to the town and vice versa, the 
distance to the town or market determines whether capital-intensive or labor-intensive production, 
as well as which type of product, is desirable. According to Schwartz, Thünen anticipated six 
general production zones where higher value-added products (such as fresh milk and vegetables) 
were produced closest to the core and low value-added products (cattle farming) the farthest: “Thus, 
from the economist’s viewpoint, labor intensity of production rises going further out, whereas 
capital intensity rises coming in towards town”24. Production closest to town is less monocultural – 
i.e. more diversified – as well as more dependent on ‘skill’ and ‘knowledge’ inputs. Labor in 
general and higher quality labor in particular is thus in high demand. Both aspects raise wages 
closer to town and stabilize labor demand, thereby suggesting that labor relations are market-driven 
rather than driven by physical coercion25. This core-periphery relation has several implications for 
the distribution of production and incomes. Because the periphery is in business with the core, 
market pressures coming from the latter are bound to drive production into being low-value-added 
in peripheral areas: 
                                                
23 Schwartz 2010: p. 44 
24 Schwartz 2010: p. 53 
25 Schwartz 2007 
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“Thünen’s simple model provides a systemic mechanism that shows how a spatially differentiated 
set of economic zones emerges, how the core’s economic demand conditions peripheral economies, 
and why different levels of income and labor control often characterize different zones.”26 
The Krugman model offers a parallel model for manufacturing, where production of manufactured 
and intermediate goods also arranges itself in a core-periphery-like pattern. Unlike agricultural 
producers, manufacturers are able to enjoy economies of scale – that is decreasing production costs 
by producing more. In manufacturing, the interaction between economies of scale and the costs of 
transportation determines whether manufacturers will agglomerate. Manufacturing will remain 
evenly dispersed, and closer to the destination market, if economies of scale are lower than 
transportation costs, but if transportation costs decline – as seen today – then manufacturers will 
agglomerate geographically. Colocation reduce transportation costs for the intermediate goods that 
manufacturers consume, as well as enable economies of scale: 
“The agglomeration of manufacturing causes new manufacturing towns to emerge, creating purely 
agricultural regions. Each new firm that joins a given town causes other firms to concentrate 
production in that town to take advantage of higher demand for its goods.”27  
According to Schwartz agglomeration can even cause economies of scale to rise so much that it 
counterbalances transportation costs and then all firms will be concentrated in one area, as seen in 
the United States and northwestern Europe in the nineteenth-century world economy28. In line with 
Thünen’s model, Krugman thus argues that industrial agglomeration and the consequent creation of 
purely agricultural regions may produce underdevelopment because the industrialization of one 
region can drive up labor demand and wages, while the deindustrialization of the other region may 
lead to the opposite: 
“The market—falling labor demand and lower wages—in turn implies permanently lower 
aggregate demand in agricultural regions, which both deters manufacturing firms from locating in 
those regions and implies underdevelopment.”29 
Strategies	  to	  overcome	  geographical	  constraints	  
Using the Thünen and Krugman models Schwartz shows that inequality is a basic mechanism 
operating in markets: Market pressure from rents and agglomeration economies produces an uneven 
                                                
26 Schwartz 2007: p. 124 
27 Schwartz 2010: p. 56 
28 Schwartz 2010 
29 Schwartz 2010: p. 57 
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distribution of economic activity into definite production zones. However, Schwartz argues that 
these conditions can be overcome by way of political responses. He distinguishes between two 
broad types of responsive strategies: 
“Kaldorian strategies attempt to construct a new town somewhere in the agricultural or low-value 
industrial supply zones surrounding a larger town. […] Ricardian strategies accepts a region’s 
position in the international division of labor created by some other urban center, and try to 
maximize the gains from accepting that position.”30 
Ricardian strategies rely on factor advantages, where actors exploit local pluses (i.e. natural 
resources and cheap labor) to drive economic development. They attempt to maximize the 
economic gains from their peripheral relationship with a productive core by making use of the 
production factors present in their society and are so inevitably export-oriented. In Kaldorian 
strategies, present comparative advantages or disadvantages are disregarded and focus is on 
Verdoorn effects – that is, increases in production will improve productions systems and drive 
process-innovation (also know as economies of speed)31. Kaldorian strategies are thus certainly 
investment driven and reliant on learning by doing but, if successful, they should provide more 
sustainable incomes than Ricardian strategies: 
“By increasing skills, experience, and the division of labor, investment and production themselves 
change the nature of the factors available in the production mix, and so can override any initial 
disadvantages. Investment in an initially loss-producing activity is rational because many activities 
have increasing returns. That is, a given investment calls forth a disproportionate increase in 
output.”32 
Kaldorian growth is indeed more likely with manufacturing and is also necessarily export oriented. 
As the domestic economy grows income is allocated to imports, in order to gain access to foreign 
resources. All Kaldorian strategies are thus initially dependent on Ricardian exports to fund 
imports, because the modest size of the domestic market constrains producers’ ability to pay for 
their imports with exports. In order to be successful and maximize Verdoorn effects, producers 
must be able to shift to industrial exports33. 
                                                
30 Schwartz 2010: p. 61 
31 Schwartz 2010 
32 Schwartz 2010: p. 60 
33 Schwartz 2010 
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No matter if a state pursues a Ricardian or Kaldorian strategy it needs to overcome 
Gerschenkronian collective action problems, which are; “[…] problems surrounding investment”34. 
There has to be appropriate institutions capable of mobilizing social overhead capital, such as the 
provision of transportation networks to facilitate exports. Kaldorian strategies carry an additional 
risk, because the state also needs to overcome Kaldorian collective action problems, which are; 
“[…] problems surrounding the growth of productivity”35. Unlike Ricardian exports, Kaldorian 
exports are not competitive on international markets from the start. As it is investment-driven 
Kaldorian production may not necessarily make use of Verdoorn effects and enjoy productive 
growth. Numerous factors, for example incompetent management, worker resistance or plain bad 
timing, may hamper productivity growth and/or result in non-competitive products: 
“In either case, firms producing at a loss in order to increase production volumes may just make 
big losses and go bankrupt; states subsidizing exports may just run up big debts, while subsidized 
firms fail to learn.”36 
In continuation of the section of growth strategies, I include Raphael Kaplinsky’s theory of rent in 
order to provide a more comprehensive framework for understanding what is necessary for a firm’s 
successful insertion in to a market economy. This section includes strategies for deriving 
sustainable income growth.  
The	  theory	  of	  rent	  
“It is also clear in principle what needs to be achieved if producers are to participate in global 
markets in a way that provides for sustainable income growth. In brief, they are required to escape 
the pressures of competition by adopting a number of overlapping but related strategies: identifying 
pockets of activity which benefit from barriers to entry; learning how to leap over the barriers 
constructed by rivals; generating new barriers to entry (notably through innovation), and doing so 
on a dynamic basis.”37 
In Kaplinsky’s definition, rent means having something that a competitor does not posses, which in 
turn may generate a higher income. In its most basic sense rents are natural resources, e.g. bounties 
of nature. It is important to note that they are always relative – i.e. the more futile the land relative 
to competitors the higher the derived rent. More importantly firms can create rents through 
innovation. Kaplinsky attributes Schumpeterian rents to the Austrian economist Joseph Schumpeter 
                                                
34 Schwartz 2010: p. 61 
35 Schwartz 2010: p. 61 
36 Schwartz 2010: 61 
37 Kaplinsky 2005: p. 85 
 16 
who developed an analytical framework for understanding how entrepreneurs constructed scarcity 
through innovation. He distinguished between invention; developing a novel idea (a ‘new 
combination’), and innovation; transforming a novel idea into a commercial advantage. 
Entrepreneurs strive to earn a ‘super-profit’ by creating innovative products, which are not easily 
copied by competitors. This profit is superb because it not only covers the cost of invention and the 
associated innovation process, but also the returns to other economic activities, which are not as 
well protected from competition. Over time this innovation will be copied and diffused or a new 
and better product may supersede it. The producer surplus is thus transformed into a consumer 
surplus, as prices decrease and new products are made widely available: 
“It is this 'Schumpeterian motor', the search for producer rents, which spurs the innovation process 
and subsequent diffusion and which drives forward economic growth.”38 
According to Schumpeter, entrepreneurial rents have almost always been dynamic and have thus 
encouraged entrepreneurs to constantly search for the next new combination. This dynamic clarifies 
the importance of creating barriers to entry, so the entrepreneur can insulate himself from 
competition and herby enjoy sustainable income growth for some time: 
“Given that the product being manufactured is something consumers want, the greater the barriers 
to entry, the more like1y incomes will be high. So, the key questions for the producer are: How 
impervious are these barriers? Can the 'new combination' be easily copied? Can it be circumvented, 
perhaps by using a similar process, or can it be superseded by a new and even better 
combination?”39 
The extent of the barriers to entry that a firm controls will determine the income level. As an 
example of low barriers and consequently unsustainable rents, Kaplinsky mentions Vietnam’s rise 
from a non-producer to the world’s second largest coffee exporter (2002) in little over than 10 
years, and the subsequent price reduction for all producers in the global market. 
Kaplinsky distinguishes between two broad categories of rents: 
Endogenous rents are the result of the purposeful actions by a firm or a group of firms operating 
within a value-chain. These types of rent arise from the command over the production process, 
which are mostly the private domain of an individual or group of firms. Exogenous rents are 
generated outside the firm. It can simply be gifts of nature, but it can also be actors operating in 
                                                
38 Kaplinsky 2005: p. 63 
39 Kaplinsky 2005: p. 63 
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relation to but outside the corporate sector, for example lobbying agents or government agencies. 
The central point here is that these types of rents are not in the immediate domain of the 
entrepreneur: 
Endogenous rents Exogenous rents 
Technology rents Resource rents 
Human resource rents Policy rents 
Organizational rents Infrastructural rents 
Marketing and design rents Financial rents 
Relational rents - 
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Analysis:	  Spatial	  inequality	  at	  different	  levels	  
As established in the theoretical framework, economic globalization; “[…] pervasive global price 
pressures on all market actors” is a recurrent phenomenon that is fueled by interactions between 
land costs and labor inputs as well as between transportation costs and economies of scale40. These 
Thünen and Krugman dynamics create patterns of spatial inequality in the global economy, as well 
as at interregional, national, subnational and local economic levels. 
The object of this chapter is to investigate core/periphery patterns at each level ultimately ending up 
at the level of the Region Zealand. First, recent developments in the global economy are presented 
in order to examine the consequences for Denmark’s competitive position and later spatial 
inequality is mapped out in Denmark and in Region Zealand. 
	  Global	  Political	  Economy	  
“At its most basic level, the international political economy is about how market pressures cause 
actors to constantly relocate productive activities in a global space, about how states try to bend 
those market forces when it hurts them and allow them to work when it helps, and about the 
essential unity of modern states and capitalist markets.”41 
Being a small economy devoid of significant natural resource endowments, Denmark has always 
faced a dilemma of openness to world markets. In order to gain access to desired foreign resources 
the economy must be able to export goods and services, which are internationally competitive in 
both quality and price. Domestic producers are thus compelled to match or outshine foreign 
competitors if this Kaldorian strategy shall prove successful42. The Danish economy is closely 
integrated in the world economy, both in financial and real economic terms. The sum of Denmark’s 
exports and imports almost constitutes the national GDP and in terms of employment one out of 
four jobs is directly or indirectly dependent on Danish exports. Main exported goods are machinery, 
manufactured goods and agricultural products, while shipping transport is the main contributor in 
service exports43. Leaving shipping outside the equation, Denmark’s market shares of exported 
goods have declined significantly since 1995. Even though the total amount of exported goods has 
                                                
40 Schwartz 2010: p. 1 
41 Schwartz 2010: p. 2 
42 Schwartz 2010 
43 OECD 2012b 
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doubled since 1995, exports’ relative share of the total import market has declined44. There are two 
main reasons for this decline according to a recent Danish National Bank study, on Denmark’s 
competitive performance and export capability45. First, the reemergence of globalized markets has 
helped increase the share of world trade for emerging growth economies’, such as the BRIC 
countries46, at the expense of 20th century core producers (such as Denmark). Second and related to 
this, Denmark’s competitive position in global markets has deteriorated47. Both aspects are 
investigated below. 
Global	  division	  of	  labor	  and	  industrialization	  in	  the	  old	  periphery	  
According to Schwartz the contemporary global political economy is best described as the “[…] re-
emergence of patterns that existed in the pre World War II world economy”48. Starting with the 
collapse of the Bretton Woods system in 1971 states’ ability to control and dictate market outcomes 
diminished. Global market pressures were thus allowed to induce capital movements, trade, and 
migration, and global prices increasingly determined local prices. As state intervention enabled 
these market forces to reemerge after 1945, new production zones surfaced in both agriculture and 
manufacturing as prescribed by the Thünen and Krugman models. New agricultural zones emerged 
as the rising population of urban-industrial centers pushed cultivation outward. Declining 
transportation and communication costs provided the incentive for firms to disperse labor-intense 
manufacturing along a wage-productivity gradient, and trade liberalization enabled this process. 
Manufacturing firms were also abetted to disperse production because increased trade induced 
competition at home and abroad: 
“Where nineteenth-century agriculture went searching for cheap land, twentieth-century industry 
went searching for cheap(-er) labor. Nineteenth-century agriculture dispersed to find land without 
peasants and landlords; twentieth-century manufacturing dispersed to find labor without unions, 
job protection, and entrenched work practices.”49 
In line with the Krugman model, falling transportation costs induced labor-intense industry with 
low economies of scale to relocate in pursuit of cheap labor. Conversely, industries with high 
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economies of scale agglomerated. According to Schwartz these two dynamics created three 
different patterns of dispersion: 
First; “[…] dispersion and protection interacted, each driving increases in the other”50. Traditional 
labor-intense and low-value-added industries in the 20th century industrial cores, i.e. Europe and the 
United States, pressured their states for trade protection against the increasingly fierce competition 
first from Japan and then from various Newly Industrialized Countries (NICs). However domestic 
protection measures consequently induced rapid technical catching-up processes in these new 
production areas. 
Second, the relocation of new production to countries with more cheap and tractable labor created 
rising incomes in the NICs. In order to achieve economies of scale agglomeration occurred and this 
created an additional self-reinforcing dispersion cycle. 
Finally newly emerging lead-sector industries were almost born dispersed, as they had no previous 
geographical structure. Production was thus located close to demand and along a wage/productivity 
gradient right from the start51. 
Looking at recent economic development before the 2007 financial crisis, it is clear that global 
economic growth increased from the mid-1990s and, after a minor recession in 2000, was 
historically high in 2008. Between 2002 and 2007 the global economy grew at approximately five 
percent annually and economic growth in Asia and China was the principal contributor. Growth was 
mainly related to industrial production, as Asia’s share of global industrial production increased to 
about 40 percent, while the United States and Europe accounted for about 25 percent each52. As 
Schwartz notes; “American consumers could not enter a store for clothing, toys or kitchen tools 
without encountering Chinese-made goods53. China has thus been successfully reintegrated into 
world markets and has also recently translated its dominant labor-intensive manufacturing into a 
substantial share of medium technological industry54. Along with the emergence of many other 
NICs, this new wave of industrialization has had a significant impact on the Danish economy, 
especially in terms of Denmark’s competitive position. 
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Market	  shares	  and	  price-­‐competition	  
The price-competitive ability of Danish firms, which is determined by the relative price between 
Danish production costs and foreign competitors’ production costs, has definitely deteriorated in 
terms of labor costs. As of 2011 labor costs constituted one third of Danish firms’ consolidated 
production costs and two thirds of the gross value added. The unit-wage-cost, i.e. wages paid to 
produce one unit of a certain good, has increased significantly compared to foreign competitors and 
is thus regarded as an important factor for the loss of market shares. It not only highlights that 
wages have increased, but also that productivity growth has been weak55. During the boom periods 
in the mid-1990s and again from 2002 leading up to the global financial crisis (2007) the main 
growth engines in Denmark were a combination of high domestic consumption, both private and 
corporate, as well as a thriving housing market and increasing stock prices. However the Danish 
growth rate remained below the EU average in part because full employment prevented increases in 
labor-intense activities56. In a small economy like Denmark, periods with high domestic demand 
and consumption, as seen during economic booms, are often reflected in a tight labor market where 
the labor supply is lesser than the demand. This drove up wages beyond matching production 
increases and the competitive position was thus deteriorated as well as squeezing exports57. 
In order to save costs by matching wage and skill levels, Danish firms thus divided the production 
process in labor intensive and knowledge intensive parts. As trade liberalization as well as falling 
transportation and communication costs have re-ignited globalization and the international division 
of labor, manufacturing with low economies of scale have been displaced in more price-competitive 
production zones abroad58. Because post-war legislation had homogenized wage levels within most 
domestic industrial economies, firms had to disperse beyond national borders in order to find 
willing suppliers of cheap labor in emerging NICs. Production with high economies of scale 
agglomerated in certain domestic production zones59. 
According to Schwartz, the rise of NICs implied two large systemic consequences for the global 
economy and the existing core economies. First, their emergence as new exporters of low-value-
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added manufactures triggered successive debt crises in the 1980s and 1990s, because their 
industrialization was largely driven by external finance, predominantly bank loans in the 1970s, and 
a combination of investment from transnational companies, bonds and bank loans during the 1990s. 
By taking advantage of low global interest rates states promoted local export production. However 
lack of coordination of investments saturated the market ultimately leading to declining export 
prices and financial crisis60. The 1980s debt crisis marked a significant turning point for the Danish 
economy and especially manufacturing and agricultural sectors, which were already suffering from 
the oil crises of the 1970s. The period was marked by intense fighting between employers and 
employees over who should bear the cost of rising prices and the beating in competitive 
performance, which ultimately led to loss and dispersion of especially manufacturing jobs to 
foreign labor markets61. The second and related systemic consequence of NIC industrialization was 
the subsequent process of deindustrialization of core economies, as global competition in 
manufacturing increased. The established industrial centers of the twentieth century, the United 
States, Europe and Japan, all faced sharp competition in their major export markets from NICs, 
especially East Asian producers: 
“In all likelihood this share will continue to rise as India and China grow. Thus, as in the 
nineteenth century, the emergence of new industrial centers poses a considerable challenge to older 
producers.” 62 
By 2000 Least Developed Countries (LDCs) accounted for 30 percent of global manufacturing. In 
order to mitigate these effects of increased competition, core producers often successfully shifted to 
higher-value versions of these products or pushed towards new markets63. Correspondingly in 
Denmark, as well as in many other advanced economies, material investments have been surpassed 
by immaterial investments from the 1990s onwards, because; “[…] human capital, R&D, 
education, organizational development and ‘branding’ have become more central”64. As shown in 
the next section, this has a direct impact on the competitive ability, which is different from cost of 
production. 
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Market	  shares	  and	  the	  non-­‐price-­‐competitive	  ability	  
While the price-competitive ability is a popular device used to indicate a country’s competitive 
position, there are several other aspects than unit costs that determine this position. A country’s 
non-price-competitive ability comprises several structural and firm-specific indicators, which fit 
well within the framework of Kaplinsky’s theory of rent. However, differentiation on other factors 
than price is difficult to measure accurately, so one has to use different indicators to determine the 
non-price-competition position. The Danish National Bank65 uses technological level, R&D and 
number of patents to determine firm-specific factors, whereas educational levels, infrastructure and 
export barriers represent structural factors. It is important to note that whether it is exogenous or 
endogenous rents “[…] the link between rents and sustainable income growth is to be found in 
relative performance”66. Rents are only derived if the endowments are better compared to 
competitors, and its generation is cumulative and dynamic at the same time67. Since 1995 Denmark 
has increased its investments in R&D with more than one percentage point, which entails a move 
from below the average OECD-level to a position just above. Denmark’s competitive position has 
also improved in terms of patent applications, as well as the population percentage of people with a 
higher education, which has increased relatively more than most competing countries. These non-
price-indicators thus tell a different and more positive story than the price-competitive ability. 
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Denmark’s	  current	  export	  capability	  
In order to examine Denmark’s current export capability, the National Bank has published an 
econometric model that evaluates Danish export development using price and non-price-
competition factors (figure 2). 
 
Figure 2: "Decomposition of the development in export capability” (translation added) 68 
Blue: Price-competition – Yellow: Non-price competition – Purple: unexplained factors - Black triangle: Export capability 
The model is based on data from 17 OECD-countries, including some of Denmark’s significant 
competitors and partners. It shows a clear correlation between price-competition and export 
capability, while the effect of non-price factors is less obvious. According to the authors there is an 
indication that countries with R&D expenses above average have done better. The model shows 
Denmark’s competitive position is relatively good, in terms of non-price-factors, but the price-
factor reduces the overall export capability. However, the unexplained factor for the export 
capability, which is variable across the exhibited countries, is relatively large for Denmark and 
therefore a major flaw of the model69. Other important indicators for export capability, which the 
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model does not cover, are the relative export-specialization and composition of exports. Both 
indicators are elaborated below. 
Export	  specialization	  
In line with Kaldorian production strategies and as Kaplinsky notes, endogenous rents are 
cumulative; investments in new technology builds upon past investments, but they also develop 
trajectories: “Firms are thus oriented in particular paths, and this orientation constitutes a screen 
which constrains the technological opportunities that the firm can grasp effectively”70. As a small 
and open economy Denmark has mainly specialized in low-tech industries with stable demands, and 
left the development of high-tech industries to larger economies (figure 3). These are endowed with 
better capabilities to buffer fluctuations in the international demand, as well as greater national 
capital and knowledge bases that might enable a wider range of industries to specialize in71. 
 
Figure 3: “Denmark’s relative specialization in medium and high technological products” (translation added)72 
                                                
70 Kaplinsky 2005: p. 82 
71 Maskell in Cooke 2004: p. 157ff 
72 Andersen et al 2012: p. 55 
 26 
Denmark is highly specialized in low-tech sectors, but under-specialized in medium and high-tech 
products. The production of machinery for manufacturing (MAI) is highly specialized in Denmark, 
while the lack of an automotive industry (MTR) explains the low level of medium tech, whereas 
high-tech deficiency is explained by the lack of involvement in the production of “scientific 
equipment” and “electrical machinery”73. Agricultural production, which is considered a low-tech 
industry, has traditionally been a major part of Danish exports relative to other OECD-economies 
and continuous technological improvements have raised productivity in this sector well above the 
national average growth in productivity. The result has been a significant increase in the added 
value in this sector, even though it is characterized as being low-tech74. It is also relevant to note 
that several Danish high-tech firms are historically rooted in the agro-industry75. 
Export	  composition	  
Another important aspect for determining a country’s export capability is the export composition, 
which is defined by product groups and destination countries. This entails that Denmark’s total 
market share will increase if Danish firms are involved in growing markets and decrease if they are 
not, even if the share of specific product-markets remains unchanged. Flexibility and adaptability 
are thus important assets for competitive performance. In order to investigate the progress of the 
total market share the National Bank looks at two overall factors: 
First, the structural effect76 shows the change in total export share, if the market share remained the 
same across products and destination countries. It encompasses the product effect, which measures 
how the product composition affects the overall export capability, and the country effect, which 
shows how the composition of export destinations affects export capability. This calculation is 
based on Denmark’s eight most significant export destinations since 199577. The structural effect 
has varied in the period and is moderately positive at the moment compared to the 1995 level. Since 
2000 Danish exports have been concentrated in products that are in increasing demand relative to 
the total export market. However in terms of destination markets the export composition has had a 
negative effect, because US imports have grown at a much faster rate compared to its European 
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counterparts. The total market share has thus been reduced because Danish firms representation on 
the US market is relatively weak. 
The second factor is the submarket share effect78, which is the difference between the total change 
in market share and the structural effect. The submarket share effect shows exporters’ performance 
on specific submarkets. Since 1995 the submarket share effect has had a negative impact on 
Denmark’s market share, as it has mostly been in decline in this period. 
Summary	  conclusion	  
Denmark’s competitive position has deteriorated due to the emergence of price-competitive 
industrial production zones in NICs, most notably China and India. A new set of Thünen-like 
manufacturing zones based on relative productivity and knowledge intensity have emerged, where: 
“High-relative-productivity, knowledge-intensive manufacturing still takes place in core areas, 
while low-relative-productivity, non-knowledge-intensive manufacturing out in the old agricultural 
periphery feeds the town with basic industrial commodities”79. Deindustrialization in Denmark, i.e. 
the loss and dispersion of manufacturing employment, has prompted an industrial restructuring. 
Danish firms have lost competitive performance in terms of relative unit-wage-costs, which 
suggests that Danish wages have grown relatively more than abroad and that domestic productivity 
development has weakened. While there is a clear correlation between developments in the price-
competitive ability and the export capability, the effect of the non-price-competitive ability is less 
clear. There are however indications towards benefits for those countries with a relatively large 
growth in R&D. 
In terms of export specialization, it is not problematic that Denmark is under-specialized in medium 
and high-tech products, as long as Danish firms are engaged in other knowledge-intensive sectors 
where it is possible to cover the high wage levels. Denmark’s specialization in low-tech products is 
highly knowledge-intense and thus yields higher added values. Adaptability and flexibility are also 
examples of important innovations, and also an expression of competitive ability. The export 
composition of goods is found to have had a moderately positive impact on Denmark’s market 
share, while the impact of the composition of export destinations has been neutral during the same 
period. 
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The regional impact of the above-mentioned industrial restructuring in Denmark is investigated in 
the following chapter. 
  
 29 
Regional	  Political	  Economy	  
This chapter deals with regional changes in spatial inequality within Denmark in general and in 
Region Zealand in particular. In order to provide a framework for understanding regional 
development in Denmark, the next section presents the general findings from a 2010 study, by the 
Nordic research institute Nordregio, on regional development in the Nordic countries, which has 
uncovered patterns of spatial inequality within and between regions80. Finally the last section 
investigates spatial inequality in Denmark, ultimately ending with the spatial characteristics of 
Region Zealand.  
Regional	  core/periphery	  patterns	  in	  general	  
Regional developments in the Nordic countries have been marked by some general trends in terms 
of economic development and human resource bases, which are presented below. In terms of 
economic development, the Nordic countries are characterized by small primary sectors, shrinking 
industrial sectors and large and generally expanding service sectors. This indicates the gradual shift 
from agrarian and industry-based economies into service-based economies, which really took off in 
the early 1990s. In the wake of the financial crisis of 2008 all sectors have undergone negative 
trends. As already discussed in the previous chapter, the secondary sector in particular 
(manufacturing, construction and energy) was hit hard, hereby adding further to the ongoing 
deindustrialization and agglomeration in certain favorable regions. 
Given their reliance on external demand, the financial crisis hit hard in the small and open Nordic 
economies, however strong public finances cushioned export contractions. Naturally the larger and 
economically robust metropolitan regions recovered fastest, however there was some variance 
between regions that mostly depend on external trade and those that are more dependent on 
domestic trade and services. 
Looking at GDP per capita there is a considerable variation in regional performance between 
capital, industrial and other regions in Nordic countries, where capital regions as expected perform 
best followed by other metropolitan and industrial areas. Primary-production dominated rural 
regions have the lowest scores. Regions dominated by natural resource industries also show 
promising numbers, thus indicating successful Ricardian specialization. 
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Negative demographic developments pose a major competitive obstacle for the Nordic countries 
and EU in general, as low fertility rates and increased life expectancy drives demographic ageing. 
Accordingly, the demographic dependency ratio, which refers to the population balance between 
those aged 15-64 and those persons aged 0-14 as well as 65+, has been found to be highest in 
peripheral and rural regions and lowest in capital and metropolitan regions. Across all Nordic 
countries, populations have increasingly become concentrated within city regions or within 
commuting distance of larger labor markets: 
“In the Nordic countries, population development is strongly linked to the urban hierarchy and its 
functional dimension, gaining population both due to natural increase and to net in-migration.”81 
Over the last ten years the Nordic commuter catchment areas, second-tier metropolises and regional 
centers have experienced population increases. Urban growth is linked to the aforementioned 
industrial restructuring and related labor market changes, and has only accelerated since the 
financial crisis. Migration flows to urban areas are primarily marked by young adults who migrate 
to cities with educational possibilities and/or jobs. Over half of all domestic migrations occur 
among those aged between 20-34 years, the 20-24 year olds being the most mobile. An interesting 
point is that: “[…] Different types of regions attract people in different phases of life” 82 . 
Correspondingly metropolitan core cities and regional university cities are most attractive for young 
adults in the lowest age group, however only metropolitan core cities maintain their appealing 
position after five years or the equivalent of a given educational degree83. This is hardly surprising, 
but still an interesting point given that the attraction of human capital is crucial for regional 
innovation systems84. 
Regional	  development	  in	  Denmark	  and	  Region	  Zealand	  
Slow urban growth after the oil crises of the 1970s and the 1980s debt crisis highlighted the need 
for industrial restructuring and a national political agenda towards urban restructuring and urban 
competitiveness with global ramifications was proclaimed. Especially Copenhagen suffered from 
loss of manufacturing jobs and reduced competitiveness relative to other European capitals, so the 
national government decided to launch initiatives to boost the development of Copenhagen, thus 
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implying that “What is good for Copenhagen is good for the country”85. In the Jutland peninsula 
several large scale manufacturing firms, such as Bang & Olufsen (B&O), Danfoss, Grundfoss and 
LEGO thrived despite increasing international competition. Even in the very competitive textile 
industry, which was among the first to disperse production to LDCs, local producers in Herning 
(located in the Central Denmark Region) managed to retain their competitive ability86. 
The Danish economy has thus evidently become concentrated in two centers: the Capital Region 
and in the easternmost parts of the Central Denmark Region87. Figure 4, which displays regional job 
growth in all professions from 1994-2004, shows profound diversities between the two growth 
regions with rates above 8 percent, and the most peripheral areas who have experienced a decline in 
jobs during this period. 
 
Figure 4: Regional growth rates in all professions 
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In the case of Region Zealand in particular, it is interesting to note that the region has diverse 
growth rates, including both extremes.  
This economic restructuring fueled a continual increase in urbanization and commuting patterns, 
which entailed that some cities were integrated into the hinterlands of other cities as their labor 
markets and housing markets expanded and overlapped. At the same time other areas experienced 
massive loss of employment and educational possibilities as well as consequent outmigration of 
especially young adults and educated labor. According to the Nordregio study, migration patterns in 
Denmark show the most significant move towards concentration in city regions and areas within 
commuting distance to large labor markets. The highest growth has been in the Vejle-Århus urban 
area in eastern Jutland, while the whole of Zealand has become part of the Copenhagen labor 
market. Small island societies, such as the South Funen Archipelago, the northern parts of Jutland 
and Lolland and Falster (southern Region Zealand), have naturally seen the largest population 
decrease. In the Jutland peninsula regional medium-sized cities such as Holstebro, Esbjerg and 
Skjern have recently started to experience decline, as both out-migration to regional centers and 
declining birthrates are played out. In relation to Region Zealand the commuter catchment areas in 
the western and southern parts of the region have recently witnessed population increases turn into 
decreases. Central explanations for this trend are declining house prices in the Copenhagen area due 
to the economic crisis and the related unwinding property bubble, as well as increasing fuel prices 
and congested roads during rush hour periods. To a lesser extent this trend is also evident in the 
Central Denmark Region88. 
The agglomeration economies in the two growth centers of Denmark drive up demand and attract 
investments, entrepreneurs and qualified labor, consequently fostering core-peripheral relationships 
between the regions89. These trends have only been reinforced after the unwinding of the 2008 
financial crisis. The Nordregio study shows that across the Nordic countries the capital regions 
perform best in terms of productivity, followed by other metropolitan and industrial regions, while 
rural regions suffer from low or negative rates. The highest regional unemployment rate is found in 
the Danish peripheral regions of Bornholm (part of the Capital Region) and the North Denmark 
Region. An interesting finding about Denmark (and Sweden to a lesser extent) is that; “[…] poorly 
performing regions in terms of these production based GDP figures are also found near capital 
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regions”90. Copenhagen’s functional area has thus evolved to effectively encompass most parts of 
Region Zealand so much that the region depends on the Capital Region economically91: 
“In these regions, main residential, there are no, or very few, industries and a significant share of 
the population is out-commuting to other regions where the production of goods and services 
actually takes place.”92 
The regional geography of the labor market situation and productivity centers highlights that some 
metropolitan and major city regions may experience labor shortage, while more peripheral regions 
(in terms of employment opportunities) have an excess supply of labor. 
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Conclusion	  
As mentioned before, regional development is rather predisposed by a number of economic, 
demographic, social and political processes, which are highly influenced by intimate supply and 
demand relations, not just internally but very much external from the particular region. Economic 
geography have mapped core-periphery patterns at local, regional, national, international as well as 
intraregional levels. Market pressures arising from rents and agglomeration economies have 
produced an uneven distribution of economic activity into definite production zones in core-
periphery-like pattern. The Danish economy, which has largely become concentrated in two 
centers; the Capital Region and the East-Jutland Region, has left the three remaining regions in a 
peripheral relationship to these centers. In the wake of the global financial crisis, this relationship 
has only been strengthened. The global division of labor as well as rising global price pressures has 
compelled Danish firms to innovate and develop new growth trajectories, as production costs have 
increased, especially in wage levels. Accordingly the new overall growth trajectory claims that; 
“[…] knowledge, learning and innovation are key to economic development and competitiveness for 
firms, regions and nations”93. However, this restructuring of domestic labor markets has led to a 
considerable decline of employment in manufacturing, as well as increases in income inequality. 
Such policies undermined the political consensus underlying the full employment agenda of the 
Bretton Woods system, as well as pose national governments with the issue of handling 
consequence of industrial restructuring in the labor market. 
Region Zealand shows a number of different regional development patterns, which are largely due 
to its quite unique geography. The ‘production core’, the Copenhagen area, encompasses the largest 
parts, hence pulling investments and qualified labor away from the region. However, as a 
commuting catchment area, this part of the region enjoys high employment numbers. Conversely 
the southern parts of Region Zealand suffer from deindustrialization and an increasingly clear 
peripheral relationship to the Capital Region, thus depending on the redistribution of wealth from 
Copenhagen. In Region Zealand as whole, lack of industry, entrepreneurial environments, as well as 
a steady outmigration of young and skilled people undermine the regional autonomy and capability 
to reverse this relationship. 
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